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definition of all variables. Fixed Charges are normally defined as
the sum of Taxes, Interest, Principal Repay.ents, capital
Expenditure., Partner Distributions/Shareholder Dividends. Cash flow
is normally detined .s Net Inoome plus. non-cash charges and Interest
Expen.e. Total Debt 1. normally detined .•• all funded debt: includinq
all subordinated debt regardle.. of the atrength of the SUbordination
terms of specific debt agreements.· "As you know, these definitions
can take several formE through the negotiating process to meet
specific circumstance. of the credit transaotion.

I hope this 1s helpful to you. Please let me kno~ if there is
anything else I can provide.

Sincerely,

:iIl~
stephen H. Smith
Assistant Vice President
communications Industries
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Mr. Michael Ie. Menarey
Chief Pinandal Officer
Falcon Cable TV
474 S. Raymond Ave., Suite 200
Pasadena, CA 91105

Dear Mike:

As a follow up to out dilwuiODl, I am pleuec:l to ptOYide information regarding acme of
tho current lending paramotera which PNC Barak his bectn udll2lDa for our cable television
portfolio. I undentand that tho information it beioa IOUcited in order to bo included 81
supporting information for a proposal being made to the FCC reaudinS rate justification.

Specifically I underatand that Falcon has made a propotal to the FCC which 11 intended to
provide a simple, expeditious mechanism for e'Valuatlng complaints lodged agalnat cable
operators whose rates miaht fall outside the FCC. bendunarb. This propolal includes
utilizing credit ratios, particularly a fixed charge coverage ~t and a total leverage test.

In regard to both tho fixed cb8J10 ratio and the ratio of total debt to· cub flow. it il. fair to
say that PNC Back iI following more conservadve len.dfq parameters than were being
applied two or three yeatS 1.10. It it also fAir to 'ay that despite the more conservative
parameters, PNC Bank contlnuC!, to be a very active supporter ot thit Industl)' and continues
to pro~de financm, for ita capital requirements. A typical bank flnancina In todaya markot
would limit the ratio of total debt to cash flow to DO mote than 6.5 times. Ai far as the
fIXed charge ratio is concerned most credits tend to require a ratio of approximately 115~
125%. Fixed charge coverage Is defined as Baminp Before Interest, Taxes, Depredation
and Amortization, leu caab taxes, divided by the sum of interest, mandatory principal
payments on total debt and capital expenditures.

Mike. as you are aware. PNe Bank, N.A. II a leading Institution in table television finanee
with $850 mimon in commitments to the indUltTy, placing us among the 1S largost bank
lenders to cable television today.

Sincerely,

~Jt~
Scott C. Mcvea
Vice President
Communications Lending
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March 8. 1993

Mr. Michael K.. MenefCy
Chief Financial Officer
Falcon Cable TV
474 S. Raymond Ave. Suite 200
Pasadena, CA 91105

Dear Mike:

You have a requested a rcspoose from Morgan Stanley regarding geJ1eral1y accepted finandng
parameters for cable c::omplDies in the public 4ebt markets. As you know. Morgan Stanley is a leacier in cable
television financings. managing more tball $3.4 billion of able debt in the public markel sin~ 1991.

We undeflitand that you have proposed to the FCC an alternative ofevaluating cable service rates that
incorporates certain traditional credit ratios. namely total debt to cub. flow and a fixed charge coverage test.
We also undersUlnd that your proposal is intended to provide the FCC with a simple, expeditious mechanism
for evaluating complaints lodged agalDSt cable operators whose rates might fall outside the FCCs benchmarks.

It is important to us that the c:able indusUy continue to have access to the capital markets and that their
existing and future free cash flow be sufficient to cover. with a reasonable cushion. debt service and capital
expenditure reqUirements.

The credit standards applied in the public markets are generally less OJnservatfve than the standards
applied by banks in today"s market. The credit standard which is the priInary C<x."US or the public markets is the
Debt to (running rate) Operating Cuh Flow ("DebtlOCF) ratio. Today. pUblic cable financings are frequently
completed by cable compantes with Dcbt/OCF ratios in ~ccssof the 6.5x sLandard appliedby the banks. In the
last two weeks. for ~mple,several finandngs were completed by cable companies with Debt/OCF in excess of
7.Ox (including a transaction we recently completed. for Cablevision Industries which has a Debt/OCF ratio of
8.0le). Attached as Exhibit A is a list ofcable companies who are i~uenof public debt and their corresponding
Debt/OCF ratio.

Please let me know if there is anything else I can provide.

Sinc:erely.



COMPANY

Adelphia Communications

Cablevision Industries

Cablevision Systems

Century Communications

Jones Intercable

Comcast

Continental Cablevision

Tele-Communications, Inc.

TOTAL DEBT/OCF

8Ax

8.0

7.5

7.0

6.9

6.1

5.9

5.S

MONGAN STANLEY
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March 9. 1993

Mr. Michael K. Menerey
Chir.f Financial OffIcer
Falcon Cable TV
474 S. Raymond Ave. Suite 20U
Pasadena. CA 9110'

DoAt Miko:

You have requO$ted our view. rogardln& Icner&11y accepted tond!ng parametera tor cable
television eompanies. aptcltlcl11y with fO&wd to tho ratio ot total debt to cuh flow. A! you
know. Lt7.ard Fr&re' i~ a. leader in cable television tinancc, hlvlna been a manlier in $1.2
billion. in subordinated debt offerlnS' (or cable talovillon iuu.rt alnoe 1PP2.

It iJ lmportlllt to us mat the indusU')' continue to hAve access to the capital markets Iltd that thoir
exlstinl and future fre~ cub now be sufficient to cover. With I reuonable cuahion, debt servico
and capitAl expenditure requirements. Tho credit .W1dltds in this taaard are more eon.letvat!ve
today th~n the standards appUcd just a few years qo. Today. the bank market would typically
demand maximum total debe to opora,tin& CA3h tlow no lfCatcr thAn 6.5A. 8ondholders and other
institutional lenders tolerate somewhat Maher debt to cub now ratiol than tho bank market. and
it ls not uncommon for major cable television operators to be cApiwi~d with total debt to cu.~h

flow of greater than 7.0x.

Please let us know It there i~ anything else we can provide.


